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AMERICAN INSTITUTE OF ACCOUNTANTS 


INSTITUTE ACTIVITIES REFLECTED 
IN REPORTS TO COUNCIL 


The following summary of reports of 
officers and committees to the council, 
presented at the meeting at New York on 
April 8th, reflects the diversified activi- 
ties of the Institute during the first half 
of the current fiscal year: 


MEMBERSHIP 


The membership of the Institute at 
March 1, 1935, was 2,355, which was 105 
greater than at a comparable date a year 
ago. There had been a net gain of 45 
members since the beginning of the cur- 
rent fiscal year, September 1, 1935. The 
secretary reported losses of fourteen 
members by death. 


EXAMINATIONS 


About 1,500 candidates for the certi- 
fied public accountant certificate in 35 
codperating states and territories sit 
each year for the written examinations 
prepared by the Institute’s board of 
examiners. 

A plan for minimizing differences in 
grades awarded by the Institute’s exami- 
ners and local examiners, through special 
consideration of border-line cases, has 
been instituted recently, with consider- 
able success. 


LIBRARY AND BuREAU OF INFORMATION 


The collection of books and other pub- 
lications in the Institute’s library has 
reached a total of 14,032. During the 
current year 31 technical questions have 
been answered through the bureau of in- 
formation and the librarians have re- 
sponded to 4,283 other inquiries. 


PROFESSIONAL ETHIcS 


The committee on professional ethics 
has considered 26 cases during the cur- 
rent fiscal year, of which 19 were re- 
ceived from the predecessor committee, 
and five were requests for interpretation 
of the rules of conduct. 


After consideration of nine com- 
plaints, the committee found insufficient 
evidence of infraction of the rules and 
the cases were closed. One case was 
closed upon the resignation of the mem- 
ber against whom complaint had been 
made. In one case it was established 
that there had been a violation but the 
case was closed upon the assurance of the 
respondent that the offence would not be 
repeated. Ten cases were pending when 
the committee filed its report. 


ACCOUNTANCY LEGISLATION 


The introduction of more than a score 
of bills affecting the accountancy laws of 
as many states has imposed a heavy bur- 
den on the committee on state legislation. 
Most of these bills would have lowered 
the standards of the certified public ac- 
countant certificate and the committee 
has called these bills to the attention of 
members of the Institute in the states 
concerned. 


In its report the committee pointed 
out the duty of every member to examine 
with utmost care every proposal for 
legislation affecting accountaney in his 
own state and to exercise his full per- 
sonal influence in opposition to any bill 
which is not clearly for the benefit of the 
profession and is not supported by at 
least a substantial majority of the certi- 
fied public accountants of his state. 

The report on restrictive accountancy 
legislation submitted by the committee 
on state legislation to the council on 
October 15, 1934, with the resolution 
adopted by the council at that time, has 
been reprinted in pamphlet form and 
hundreds of copies have been distributed. 

In February the committee sent to all 
members and associates a letter drawing 
attention to the fact that dangerous 
legislation was pending in many places 
and urging members to take an interest 
in this matter. 


Income-Tax RETURNS 


Suggestions made by the committee on 
federal legislation to the members of the 
Institute with respect to the form of 
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affidavit to be executed by agents as- 
sisting clients in the preparation of 
income-tax returns were reported to the 
council. 


The committee reported that it had 
communicated with the commissioner of 
internal revenue suggesting that requests 
for extension of time for filing income- 
tax returns be allowed when based on 
reasonable grounds. The committee had 
been informed that a local collector had 
indicated that extensions would not be 
granted except in cases of illness of the 
taxpayer or unavoidable absence from 
his place of business. The commissioner 
of internal revenue advised the com- 
mittee that its suggestion had been trans- 
mitted to the collector concerned. 


Co6PERATION wITH S. E. C. 


Conferences with the securities and 
exchange commission on the require- 
ments of forms 10 and A2 for registra- 
tion under the securities exchange act 
and the securities act, respectively, were 
reported by the committee on codpera- 
tion with the securities and exchange 
commission. 


When form 10 was under considera- 
tion, the committee stressed, in confer- 
ences and by means of a brief, the 
importance of regulations approving 
confidential presentation of certain in- 
formation by particular types of com- 
panies. A general provision to this effect 
was embodied in the new form. When 
form A2 was issued at a later date, the 
committee pointed out that it contained 
no such provision and expressed the 
hope that the form would be modified to 
allow corporations to report confiden- 
tially on matters disclosure of which 
might be detrimental to their stock- 
holders. 


The committee gave consideration to 
the form of accountant’s report or certi- 
ficate accompanying annual reports for 
1934 in the light of requirements under 
the securities exchange act. A report of 
the committee on this subject was trans- 
mitted to the members in January in 
pamphlet form. 


TERMINOLOGY 


Completion of a revised report on ac- 
counting terminology is expected by the 
special committee on terminology before 
the next annual meeting. A university 
instructor engaged by the committee is 
now preparing a preliminary draft of 
the report. 


Members of another Institute com- 
mittee have been engaged in a study of 
terminology. The subcommittee on ter- 
minology of the national committee on 
municipal accounting is headed by Lloyd 
Morey, representing the Institute as 
chairman of its special committee on gov- 
ernmental accounting. Walter Muck- 
low, another member of the Institute’s 
committee, also serves on the subcom- 
mittee. It was reported to council that 
the subcommittee had just published a 
preliminary study of municipal account- 
ing terminology which would be sub- 
mitted to the Institute’s special com- 
mittee on terminology for review and 
criticism. 


MounicrpaL ACCOUNTING 


Individual members of the special 
committee on governmental accounting 
have been called upon for counsel in 
several local problems. Assistance was 
given to the Connecticut special tax com- 
mission on legislation relating to muni- 
cipal finance, to the New Jersey Society 
of Certified Public Accountants on legis- 
lation relating to the audit of political 
subdivisions and the Texas bureau of 
municipal research on legislation re- 
lating to supervision of local govern- 
ment finance. 


APPOINTMENT OF AUDITORS 


The introduction in state legislatures 
of 22 bills which provide for the appoint- 
ment of auditors, largely in municipal 
engagements, was reported to the council 
by the special committee on appointment 
of auditors. The progress of each of 
these measures has been followed care- 
fully. 
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NATIONAL BANKRUPTCY AcT 


The special committee on appointment 
of auditors reported a conference with a 
United States district judge on the ques- 
tion of appointment of auditors under 
the national bankruptcy act. It was 
pointed out that there is need for a rule 
for the guidance of all United States 
district judges whereby all financial 
statements contained in reorganization 
petitions under section 77B of the act 
should be prepared and certified by in- 
dependent public accountants. The sug- 
gestion met with approval and assur- 
ances that it would be endorsed by other 
district judges. The report of the com- 
mittee expressed the belief that similar 
efforts with other United States district 
judges should make the practice so gen- 
eral that it might be endorsed by the 
supreme court. 


INVENTORIES 


Deliberations of the special committee 
on inventories with the subcommittee of 
the American Petroleum Institute are 
expected shortly to be resumed. These 
deliberations will deal principally with 
the ‘‘last-in, first-out’’ principle of oil- 
inventory valuation recently approved 
by the directors of the Petroleum Insti- 
tute. 


NATURAL Bustness YEAR 


Members of the council were requested 
to supply the special committee on 
natural business year with certain in- 
formation which would facilitate its 
efforts to reduce seasonal fluctuations in 
accounting work. It was reported that 
the committee lacked definite informa- 
tion as to the extent of such fluctuations, 
the months in which the greatest charge- 
able time and idle time occur, whether 
all public accountants have the same 
degree of difficulty and other matters. 
With this information, the committee 
said, it would be in a better position to 
advise and carry out an effective edu- 
cation program. 


State Corporation Laws 


The special committee on state corpo- 
ration laws has devoted itself to a study 
of the various methods of presenting 
treasury stock on the balance-sheet and 
the possible effect on balance-sheets of 
existing state laws relating to stated 
capital and kindred subjects. The com- 
mittee presented a detailed statement 
of existing statutory provisions and a 
series of recommendations. 


DEVELOPMENT OF THE INSTITUTE 


In order still further to strengthen 
the relations between the Institute and 
its individual members, local subcom- 
mittees have been formed in 21 cities by 
members of the special committee on de- 
velopment of the Institute. These com- 
mittees consist of from three to ten 
members under the chairmanship of the 
local member of the national committee. 


Accountancy Twenty-Five 
Dears Ago 


“There is one feature of accountancy 
questions which many students find puzzling, 
and that is the fact that (to put it as sim- 
ply as possible) the same word does not 
always mean the same thing, e.g., a ‘reserve 
fund,’ or the term ‘plant.’ This arises from 
the somewhat primitive condition of the 
nomenclature and terminology of the sei- 
ence. Rome was not built in a day, and the 
nomenclature and terminology of older sei- 
ences, such as botany, for example, are the 
result of many years of testing and trying 
by some of the finest intellects the world 
has known. Even now it is said there is no 
very accurate system of momenclature of 
colors in general use, the most accurate plan 
for scientific purposes being to refer to a 
portion of the solar spectrum by giving the 
distance between any two of the lines. 


“The matter of accounting definitions, 
however, is, I understand, to be shortly con- 
sidered by the American Association of 
Public Accountants.” 


The Journal of Accountancy, June, 1910. 
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ANNUAL MEETING 


The Massachusetts Society of Certi- 
fied Public Accountants has announced 
the appointment of committees to co- 
operate with the committee on meetings 
of the American Institute of Account- 
ants in preparation for the annual meet- 
ing of the Institute at Boston, October 
15th to 17th. The committee chairmen 
are as follows: 


Stanley G. H. Fitch, budget and finance. 

Anthony Jaureguy, attendance and regis- 
tration. 

Earle M. French, publicity. 

Donald P. Perry, banquet and luncheons. 

Harold A. Mock, reception and entertain- 
ment. 

Percy M. Hendrie, business sessions. 

J. Chester Crandell, round-table discus- 
sions. 

Richard D. Seamans, golf and tennis. 


Weekly meetings of those in charge 
of arrangements will take place during 
the spring and summer. A tentative 
program is expected to be announced 
shortly by the Institute’s committee. 


JOHN EDWARD KEOUGH 


John Edward Keough, of Indianapo- 
lis, who was admitted to the Institute in 
1925, died on April 10th at the Metho- 
dist hospital, Indianapolis, after an ill- 
ness of several weeks. 

Mr. Keough was born at Albany, New 
York, in 1897, and attended the Albany 
business college. He served with the 
United States army on the Mexican bor- 
der in 1915 and 1916 and later was at- 
tached to the adjutant-general’s office at 
Washington. 

Mr. Keough had been in public ac- 
counting practice since 1923 when he 
became associated with George S. Olive 
& Co., of Indianapolis. He was a part- 
ner in the firm at the time of his death. 
He was a certified public accountant of 
Indiana and a director of the Indiana 
Association of Certified Public Account- 
ants. He was advanced to full member- 
ship in the Institute in 1928. 


LIBRARY ACQUISITIONS AVAILABLE 
FOR CIRCULATION 


The library of the Institute announces 
that, through the gift of a member, it 
now has available for circulation an al- 
most complete set of The Commercial 
and Financial Chronicle, published at 
New York. 

The following recent acquisitions are 
also available for circulation: 


Auditing, Theory and Practice, by R. H. 
Montgomery; Ronald Press Co., New York, 
1934. 

Brewery Accounting, by H. C. Goettsche; 
the author, Chicago, Ill., 1934. 

Budgeting, by P. Sinclair; Ronald Press 
Co., New York, 1934. 

Cost Accounting Practice Problems, by J. 
L. Dohr, H. A. Inghram, A. L. Love; Ron- 
ald Press Co., New York, 1935. 

Cost Accounting, Principles and Methods, 
by Charles Reitell; International Textbook 
Co., Seranton, Pa., 1933-34. 

Cost Accounting, Principles and Practice, 
by J. L. Dohr, H. A. Inghram, A. L. Love; 
Ronald Press Co., New York, 1935. 

Federal Tax Accounting; an Interpreta- 
tion of the Revenue Act of 1934, by J. F. 
Sherwood; South-Western Publishing Co., 
New York, 1934. 

Federal Tax Handbook (1934-35), by R. 
H. Montgomery; Ronald Press Co., New 
York, 1934, 

Life Insurance Accounts, by E. C. Wight- 
man; Life Office Management Association, 
‘Fort Wayne, Ind., 1934. 

Wholesale Accounting and Control, by 
J. B. Heckert and I. J. Stone; McGraw-Hill 
Book Company, Inc., New York, 1935. 

Wills, Executors and Trustees, by W. J. 
Grange; Ronald Press Co., New York, 1933. 


ACCOUNTANTS CLUB OF AMERICA 


The annual meeting of the Account- 
ants Club of America was held on April 
15th at the Hotel New Yorker, New 
York. The meeting opened with a din- 
ner, which was followed by an address 
by Henry B. Fernald, who spoke on 
‘*Present problems and trends of public 
accounting practice.”’ 
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“CORPORATE PROFITS AS SHOWN 
BY AUDIT REPORTS" 


The National Bureau of Economic Re- 
search has published in the form of a 
book entitled Corporate Profits as Shown 
by Audit Reports the results of a study 
of facts drawn from accounting records, 
which it began in 1930 with the codpera- 
tion of the American Institute of Ac- 
countants. 


The bureau is a fact-finding organiza- 
tion devoted to the investigation of eco- 
nomic data for the purpose of obtaining 
a more thorough knowledge of funda- 
mental business conditions and of assist- 
ing in the development of a scientific 
approach to our economic problems. At 
its request, in June of 1930, the presi- 
dert of the Institute appointed a spe- 
cial committee to codperate in a pro- 
jected study of corporate profits. Mem- 
bers of the Institute were supplied by 
this committee with data sheets on which 
they were requested to enter certain in- 
formation for each of their corporate 
clients for the years 1927, 1928 and 1929. 
This information was obtained for some 
700 corporations and turned over to the 
National Bureau of Economic Research 
for study. Due precautions were taken 
to prevent identification of either the 
accounting firms or their clients. 


An analysis of this information was 
then made for the bureau by W. A. Pa- 
ton, professor of accounting at the Uni- 
versity of Michigan and a member of 
the American Institute of Accountants, 
and Mr. Paton is named as the author 
of the book now published. 


The analysis shows the average rate 
of earnings on total net assets and the 
average profit rate on stockholders’ 
equity for the entire sample of corpora- 
tions for the entire period. It also 
shows the variations in earning rates as 
between different years and different 
kinds of enterprises. There are studies 
in the sources of capital and the owner- 
ship ratio of trading corporations as 
compared with manufacturing corpora- 
tions, in dividend policies and corporate 
savings and in other operating and fi- 
nancial characteristics of the companies 
represented in the sample. 


THIRTY-NINTH ANNIVERSARY OF 
NEW YORK C. P. A. LAW 


The thirty-ninth anniversary of the 
enactment of the first certified public 
accountant law was celebrated on April 
17th at a reunion of past and present 
members of the New York state board of 
certified public accountant examiners. 
Fourteen of the nineteen surviving 
members attended a dinner at the Uni- 
versity club, New York. Thirty-two 
members have served on the board since 
the enactment of the New York state ac- 
countancy law on April 17, 1896. 


SYLLABUS FOR NEW YORK STATE 
C. P. A. EXAMINATIONS 


A new syllabus for candidates taking 
the certified public accountant examina- 
tion in the state of New York has been 
approved by the board of regents of the 
university of the state of New York, 
which is charged with the administra- 
tion of the law, and has been published 
as a bulletin of the university. 

The first syllabus for the New York 
examinations was published in 1900. 
This was reprinted in 1903 and revised 
in 1911. The issue just published is a 
thorough restatement of the educational 
attainments considered by the state 
board of certified public accountant ex- 
aminers as necessary to qualify candi- 
dates for examination. 

The introduction to the syllabus con- 
tains certain fundamental definitions, a 
statement of the basic requirements for 
certification and a description of the his- 
torical background of the state account- 
ancy law. A section is then devoted to 
discussion of accountancy in general and 
its major subdivisions. Each of the 
four subjects of examination, theory of 
accounts, practical accounting, auditing 
and commercial law, is analyzed and out- 
lines which should guide the candidate 
in his study are presented. There is ap- 
pended to the syllabus a bibliography of 
125 texts selected as representative of 
the standard desired and satisfactory for 
the purposes of study. 


FIFTIETH ANNIVERSARY OF 
ENGLISH SOCIETY 


An account of the celebrations of the 
fiftieth anniversary of the Society of In- 
corporated Accountants and Auditors, 
held on April 3rd, 4th and 5th at Lon- 
don, has reached the Institute through 
I. Graham Pattinson, member of council, 
who attended as representative of the 
Institute. 

The principal event was a banquet at 
Guildhall, on April 3rd, at which Sir 
James Martin, president of the Society, 
presided and many distinguished guests, 
including the Lord Mayor of London, 


were present. Messages of greeting and 


congratulation were conveyed to the so- 
ciety by representatives of the South 
African branches of the society, the 
Dominion Association of Chartered Ac- 
countants, the Bengal and District So- 
ciety of Incorporated Accountants (In- 
dia), the Association of Danish State 
Authorized Auditors, the Institute of 
Chartered Accountants of British Co- 
lumbia and the Commonwealth Institute 
of Accountants in Australia, and the 
American Institute of Accountants. 

In presenting the greetings of the In- 
stitute, Mr. Pattinson said: 

‘*Mr. President, ladies and gentlemen, 
I wish to thank you for your very gra- 
cious welcome both for myself and for 
the American Institute of Accountants 
which I have the honor to represent. I 
have been charged with the pleasant 
duty of conveying to you from the pres- 
ident and council and the body of the 
American Institute our most hearty 
greetings and congratulations on this 
your fiftieth birthday. 

‘‘The accountants of America gener- 
ally look to this country as the cradle of 
our profession, and, whilst we may have 
struck out on some lines of our own, 
nevertheless our roots go down into your 
fertile soil and from it we have drawn 
not only training but inspiration to 
carry on in maintaining and always at- 
tempting to improve the standards es- 
tablished here in order that business 
men the world over may have faith in 
the profession which can be of such serv- 
ice to them. 
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‘‘No profession can be of genuine and 
universal service without a central and 
organized body to establish standards 
and maintain discipline, and in this body 
must be the men of public spirit who 
are willing to devote their time freely 
and without financial reward, men who 
command the respect not only of the 
business world but also of their own pro- 
fessional brethren, particularly of the 
younger element. 


‘‘Taking such a creed as a measure, I 
feel that the business world owes a debt 
of gratitude to the Society of Incorpo- 
rated Accountants and Auditors. Gen- 
tlemen, you have wrought well in the 
cause and, as you contemplate what you 
have accomplished and consider your 
sons who are carrying the responsibility 
throughout the world—and in this I 
speak from experience—you have just 
cause for the pride which I know you 
must feel and which we all share with 
you. On behalf of the American Insti- 
tute of Accountants, I wish you many 
happy returns of the day.”’ 


COMMISSION OF INQUIRY ON PUBLIC 
SERVICE PERSONNEL 


The commission of inquiry on public 
service personnel, organized in 1933 un- 
der the auspices of the Social Science 
Research Council, has published a re- 
port entitled Better Government Per- 
sonnel, in which it recommends that all 
government service, federal, state and 
local, be put on a career basis. 


Recruitment should be to the lower 
categories of each service by competitive 
examination and the higher positions 
should be filled by advancement of those 
already within the service, it says. Ree- 
ommendation by accredited professional 
associations should be made a prerequi- 
site for all professional and technical 
positions to which this procedure is ap- 
plicable. 


Effort is being made to promote the 
adoption of the program developed by 
the commission. 


| 
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ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION 


The following announcements have 
been released by the securities and ex- 
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934: 


Securities Act 


Release No, 355, May 3, 1935—Regula- 
tions governing sale of oil and gas interests, 
listing material facts to be filed with com- 
mission to obtain exemption from registra- 
tion. 

Release No. 357, May 3, 1935—Special 
instructions regarding information which 
may be omitted from newspaper prospec- 
tuses for issues registered on form A-2. 

Release No. 359, May 3, 1935—Amend- 
ment to instructions for use of form A-2, 
providing that the form may be used for cor- 
porations organized for distributing to its 
stockholders only water, electricity or gas 
and prohibited from paying dividends ex- 
cept upon its liquidation. 


Securities Exchange Act 


Release No. 158, April 4, 1935—An- 
nouncement that form 10 is to be used by 
Cuban and other foreign North American 
corporations for registration of stocks and 
bonds. 

Release No. 165, April 10, 1935—Form 12 
adopted for permanent registration of se- 
¢eurities of companies making annual reports 
under interstate commerce act or communi- 
cations act of 1934. 

Release No. 175, April 16, 1935—Ruling 
of counsel of commission concerning status 
of husband as beneficial owner of securities 
held by wife. 

Release No. 174, April 14, 1935—Require- 
ments for showing “cost-of-goods-sold” in 
profit-and-loss statements. 

Release No. 187, April 20, 1935—Amend- 
ment of instructions for use of form 10 to 
provide that certain financial information 
need not be given for time prior to date 
when registrant acquired control of sub- 
sidiary. 

Release No. 191, April 24, 1935—Amend- 
ment of instructions for use of form 10 re- 
lating to financial information as to prede- 
cessor of registrant. 


The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C. 


DEFINITION OF TERMS UsED IN Form 10 


The terms, ‘‘services,’’ ‘‘beneficially’’ 
and ‘‘of record,’’ as used in form 10 for 
permanent registration of securities on 
national securities exchanges, have been 
defined by the securities and exchange 
commission in response to an inquiry 
referred to it by the American Institute 
of Accountants. 

‘“Services,’’ it is explained, is intended 
to include any expert advice, mental la- 
bor or intangible service, as distinguished 
from physical labor—the effect of which 
is to produce a change in physical prop- 
erty. The terms ‘‘beneficially’’ and ‘‘of 
record’’ are used in their ordinary legal 
sense. 

Following is the text of the inquiry 
which was received by the Institute and 
referred to the commission : 

“This letter has reference to form 10 for 
the permanent registration of securities of 
corporations, as released by the securities 
and exchange commission. 

“Under items 26 and 27 it is required that 
certain information be given with respect 
to remuneration for services. This is not 
definitely defined in the regulations, but it 
is stated that ‘money or other consideration 
paid or delivered in consideration of prop- 
erty is not remuneration within the mean- 
ing of these items unless intended as an 
indirect means of reward for services.’ It 
is further stated in reference to item 26 
that ‘remuneration paid indirectly includes 
payments made by persons holding manage- 
ment contracts providing for management 
of or services to the registrant or any of its 
subsidiaries.’ It is further stated with refer- 
ence to item 27 that ‘information need not 
be furnished as to remuneration for acting 
as transfer agent, registrar, trustee under a 
corporate mortgage or in similar capacities.’ 

“We are very anxious to obtain a defini- 
tion of the word ‘services.’ We believe, of 
course, that this term would include profes- 
sional services of lawyers and accountants. 
On the other hand, we do not know where 
to draw the line; for instance, this term 
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might be stretched to include even the 
amount of freight paid to a railroad for 
the service of carrying goods from point to 
point. 

“Item 6 of the profit-and-loss statement 
calls for ‘management and service contract 
fees.’ Here again it is not clear what should 
be included under this heading. 


“Another item which is not clear is item 
28, which calls for information in regard to 
the registrant’s securities owned of record, 
or beneficially, by each director and officer 
of the registrant. In the first place, the 
precise meaning of the word ‘beneficially’ is 
not explained in the regulations. Further 
than this it is difficult to tell whether what 
is wanted is the stock in the name of the 
director or officer which is held beneficially 
for others or whether it is desired to know 
whether any stock is held by others which 
is in fact owned by a director or officer.” 


Following is the reply received from 
the commission : 


“It is obviously difficult to state a com- 
prehensive definition of the term ‘services.’ 
However, the instructions to items 26 and 
27, excluding ‘moneys or other considera- 
tions paid or delivered in consideration of 
property’ provide a clue to the proper defi- 
nition of this term. In general, it means 
any expert advice, mental labor or intangi- 
ble service (i.e., lawyers, accountants, ete.), 
as distinguished from the concrete physical 
type of work, the effect of which is an addi- 
tion, improvement, transfer, transportation 
or change in the value of any actual physical 
property. For instance, in a recent inquiry, 
a petroleum company was advised that pay- 
ments made by it to a firm of drilling con- 
tractors for drilling wells would not consti- 
tute remuneration for such services as were 
required to be disclosed in item 27; whereas, 
payments made to a geophysical company 
under contract for doing certain geophysical 
work on oil leases were included within this 
item. In the example which you assume, I 
believe that a railroad contract to carry 
goods would not be one for services, but for 
the transportation of property. It provides 
a physical change in the property trans- 
ported by changing its place utility. As 
such it is an operation similar to one which 
would change its form, such as a manu- 
facturing process. 


10 
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“Ttem 6 of the profit-and-loss statement 
covers fees paid under management and 
service contracts, especially such contracts 
as are required to be disclosed in answer to 
item 30. Contracts in which payments are 
indirectly intended as fees for management 
or general supervisory service, especially 
where such contracts give the power to con- 
trol or affect the policies of the registrant 
or subsidiaries in any material respect, 
should be similarly considered. 


“With regard to the meaning of the terms 
‘beneficially’ and ‘of record’ under item 28, 
such words are used in their ordinary legal 
sense. A beneficial ownership is generally 
considered to be one in which the emolu- 
ments or advantages resulting from the 
property accrue to such owner. The term 
‘of record’ refers to the ownership recorded 
on the books or records of the registrant. 
All securities recorded in the names of desig- 
nated persons should be disclosed. In addi- 
tion, any securities of which such persons 
are the beneficial owners should be included 
irrespective of whether the corporation has 
any record of such ownership on its books. 
In determining the latter information it will, 
of course, be necessary for the registrant to 
obtain information from the persons con- 
cerning whom disclosure is required to be 
made.” 


EXEMPTION FROM REQUIREMENT OF 
AUDIT 


Financial statements to be filed with 
form 12, recently provided for registra- 
tion on national securities exchanges of 
the securities of companies reporting to 
the interstate commerce commission or 
the federal communications commission, 
need not be certified by independent 
public accountants, according to an an- 
nouncement of the securities and ex- 
change commission. Otherwise they must 
conform to the requirements for such 
statements prescribed under form 10. 


Cost-or-Goops-SoLp 


The commission has interpreted its re- 
quirement for showing ‘‘cost-of-goods- 
sold’’ in profit-and-loss statements, as 
follows : 
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‘Merchandising organizations, both 
wholesale and retail, may, in profit-and- 
loss statements, interpret the commis- 
sion’s requirements for stating ‘cost-of- 
goods-sold’ to include in such item occu- 
pancy, buying and publicity costs. In 
such case direct selling expense and gen- 
eral and administrative expense shall 
be shown aggregated and separately.’’ 


INFORMATION AS TO SUBSIDIARIES 


Item 34 of form 10 requires certain 
financial information to be given supple- 
mentary to that contained in the regis- 
trant’s balance-sheet, the balance-sheet 
of the registrant consolidated with its 
subsidiaries and the balance-sheet of un- 
consolidated subsidiaries. New instruc- 
tions promulgated by the commission ex- 
plain that such information as to a sub- 
sidiary need not be given for the time 
prior to the date when the registrant ac- 
quired control of the subsidiary. 

Item 34 (b) requires the registrant to 
give the amount of any restatement of 
capital stock made since January 1, 1925. 
New instructions explain that this ap- 
plies only to restatements which have 
resulted in transfers from capital-stock 
liability to surplus or reserves. It does 
not apply to restatements resulting from 
the declaration of stock dividends. 

The commission has ruled that the in- 
formation required as item 34 need be 
given for a predecessor of the registrant 
only if, in the course of succession, the 
ownership and control of the registrant 
remained substantially the same, and if 
the registrant succeeded to substantially 
all, or to a substantial and segregated 
portion, of the assets of the predecessor. 


EXAMINATIONS UNDER N. R. A. 


While officers of the national recovery 
administration and of code authorities 
may not require any member of an in- 
dustry to submit at his own expense to 
examination by a public accountant, it 
is proper that in certain circumstances 
the cost of such examinations be borne 
by the member, according to instructions 
issued by the national recovery admin- 
istration on April 19th. 


ACCOUNTANTS AND THE NAVY 
SUPPLY CORPS RESERVE 


A circular of information regarding 
plans to increase the membership of the 
navy supply corps reserve from the 
ranks of certified public accountants has 
been sent to officers of state societies of 
certified public accountants by the bu- 
reau of supplies and accounts of the 
United States navy department. 


The circular explains that since the 
supply corps of the navy controls mat- 
ters relating to the purchase, storage and 
issue of materials and equipment, fi- 
nance and disbursement, commissary ac- 
tivities, and accounting for all naval 
funds and property, certified public ac- 
countants as a class are especially well 
fitted for enrollment. Membership in 
the reserve involves no obligation to serve 
on active duty in times other than of 
war or national emergency. The ac- 
ceptance of a provisional commission in 
the reserve, however, carries with it the 
obligation to take a correspondence 
course in naval supply, finance and ac- 
counting procedure, which must be com- 
pleted in two years unless an extension 
of time be granted. It carries with it 
also privileges similar to those extended 
to other reserve corps members. 

As explained by Lieutenant-Com- 
mander Lawrence A. Odlin at a recent 
joint meeting of state societies of certi- 
fied public accountants at Atlantic City, 
information as to the procedure for en- 
rolment in the supply corps reserve 
may be obtained from the officers of state 
societies or directly from the bureau of 
supplies and accounts, navy department, 
Washington, D. C. 


WRITING DOWN FIXED ASSETS AND 
STATED CAPITAL 


The Yale Law Review for April, 1935, 
contains a discussion in its editorial 
pages of the accounting procedure of 
writing down fixed assets and stated cap- 
ital, which, it says, has been widely 
adopted during the depression. 
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STATE LEGISLATION 


Three of the nine accountancy bills 
reported in the April Bulletin as pend- 
ing in the legislatures of various states 
died without action at adjournment and 
another was vetoed by the governor 
after being passed by the legislature. 
Since publication of the last Bulletin, 
eight other bills were introduced, two of 
which have been killed. Thus, eleven 
bills are now awaiting final action. 


Following is a summary of the latest 
information on state accountancy legis- 
lation received by the Institute: 


CALIFORNIA 


No further action has been taken on 
the two-class restrictive bill, known as 
assembly bill 965, which has been before 
California legislature since January 


CoLORADO 


Senate bill 515, introduced in the Col- 
orado legislature on January 16th, died 
when the legislature adjourned on April 
8th. This bill would have empowered 
the state board of accountancy to rein- 
state persons whose certificates it had 
revoked. 


FLORIDA 


Three bills which would amend the ex- 
isting accountancy law of Florida were 
introduced in the state legislature on 
April 23rd. 

House bill 618 would authorize the 
state board of accountancy to prosecute 
‘fon its own relation and by its own 
counsel’’ injunction or mandamus pro- 
ceedings to enforce the provisions of the 
law or regulations of the board. 

House bill 619 would repeal sections of 
the law which authorize the state board 
of accountancy to accept applications 
for certificates of authority to practise 
as public accountants filed after the time 
limit set for such filing. 

House bill 620 would make certain 
changes in administrative features of 
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the law having to do with the finances 
of the state board of accountancy. It 
would also provide that a person who 
holds a certificate of authority to prac- 
tice as a public accountant in Florida 
and also holds a certified public account- 
ant certificate from another state may 
use the designation ‘‘C. P. A.’’ provided 
the letters be followed by the name of 
the state which issued the certificate. 


ILLINOIS 


A bill introduced on April 11th in the 
Illinois legislature and known as house 
bill 794 would provide that the state 
director of registration and education 
may order reéxamination of applicants 
for professional licenses in cases wherein 
he believes that substantial justice has 
not been done but that he shall not or- 
der more than one reéxamination or re- 
hearing in favor of any applicant. 


Missouri 


The two bills before the Missouri leg- 
islature have not progressed since pub- 
lication of the last Bulletin. These are 
house bill 49, which is of the two-class 
restrictive type, and house bill 282, 
which provides for waiver of the certi- 
fied public accountant examination to 
certain persons. 


New YorkE 


Assembly bill 2377, a two-class restric- 
tive bill introduced in the New York 
legislature on March 21st, was passed by 
the legislature in April but was vetoed 
by the governor on May 8th. This bill 
was indentical in its provisions with the 
defeated senate bills 336 and 1532, which 
were described in earlier issues of the 
Bulletin. 

In vetoing this measure, the governor 
said : 

““The education law now prescribes 
certain requirements for qualification as 
a certified public accountant. It forbids 
anyone to use the description ‘certified 
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public accountant’ or the abbreviation 
‘C. P. A.’ unless he is a certified public 
accountant under the law of the state. 

‘‘This bill, in effect, creates a new 
class of accountants to be known as pub- 
lic accountants. An appropriate certifi- 
cate as a public accountant could be ob- 
tained from the board of regents upon 
satisfying qualifications, less rigid and 
less exacting than those imposed upon 
certified public accountants. 

‘‘This new class of accountants would 
be permitted under the law to advertise 
themselves as public accountants and 
use the abbreviation ‘P. A.’ 

‘“‘This bill would, in my opinion, 
prove injurious to the public because 
great confusion between a public ac- 
countant and a certified public account- 
ant would result. 

‘The board of regents has communi- 
cated to me its formal disapproval. 

_‘*The bill is not approved.’’ 


OHIO 


Senate bill 288, introduced in the Ohio 
legislature on February 21st, has made 
no progress since it was committed to 
the judiciary committee. This is a two- 
elass restrictive bill. 


OKLAHOMA 


House bill 588, identical in its provi- 
sions with senate bill 171 which was 
killed in the house on April 2nd, was 
introduced on April 9th but stricken 
from the calendar on April 26th. It pro- 
vided for oral examination of candidates 
satisfying certain stated conditions. 

House bill 601, making it illegal to 
practice accounting in Oklahoma under 
an assumed name, was introduced on 
April 16th and defeated in the house on 
April 26th. 


PENNSYLVANIA 


A bill, known as house bill 2236, iden- 
tical in its provisions with house bill 601 
of Oklahoma having to do with practice 
under an assumed name, was introduced 
in the Pennsylvania legislature on April 
15th and was passed in the house on 
April 23rd. It is now before the senate. 


IsLanp 


Rhode Island senate bill 94, providing 
for the reorganization of the state gov- 
ernment and placing the administration 
of the state accountancy law under a 
state board of accountancy, died in the 
senate when the legislature adjourned 
on April 12th. 


TENNESSEE 


Senate bill 78 and house bill 120, in- 
troduced in the Tennessee legislature in 
January, died upon adjournment on 
April 23rd. These were identical bills, 
providing that experience might be cred- 
ited toward passage of the certified pub- 
lic accountant examination and permit- 
ting waiver of examination in some cases. 


TEXAS 


The subcommittee of the Texas house 
of representatives to which house hill 
518, a two-class restrictive bill, was com- 
mitted for study, has not yet reported 
on the measure. 


WISCONSIN 


Assembly bill 820, which would repeal 
the major portions of the existing ac- 
countancy law of Wisconsin and substi- 
tute provisions of the two-class restric- 
tive type, was introduced on April 30th 
and referred to the assembly committee 
on state affairs. 

It provides that certificates as certified 
public accountants shall be issued to 
candidates qualifying by experience and 
examination and that certificates of au- 
thority to practise as public accountants 
shall be issued to all in practice at the 
effective date of the act who apply be- 
fore October 1, 1935. The measure pro- 
vides for reciprocity with other states 
and countries. 

It would require that accountants cer- 
tifying any report, schedule or state- 
ment of a corporation should append to 
their certificates statements of any in- 
terest in or association with the corpora- 
tion which they might have. 
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MEETINGS AND ELECTIONS 


ALABAMA 


The annual spring meeting of the Ala- 
bama Society of Certified Public Account- 
ants was held on April 12th at Mobile. 
Tuscaloosa was selected as the place for the 
fall meeting. 

The present officers, who will serve until 
their successors are elected at the Tuscaloosa 
meeting, are: Gilbert F. Dukes, of Mobile, 
president; J. J. Scarborough, of Birming- 
ham, secretary-treasurer, and William J. 
Christian, of Birmingham, chairman of the 
council. 


ARIZONA 


The Arizona Society of Certified Public 
Accountants held its annual spring meeting 
at Phoenix on April 11th. 


William C. Heaton, president of the 
American Society of Certified Public Ac- 
countants, was a guest. He spoke at the 
morning session on “The effect of legislation 
on accounting practice” and at the banquet 
on “The cultural background of account- 
ants.” Carl W. Gibson, president of the 
Phoenix chamber of commerce, spoke at the 
afternoon session, comparing business con- 
ditions in Arizona with those in other states. 

Among the other guests of the society 
were B. B. Moeur, governor of Arizona, 
Joseph S. Jenckes, mayor of Phoenix, John 
L. Sullivan, attorney general of the state, 
Henry D. Ross, chief justice of the state 
supreme court, Charles R. Howe, chairman 
of the state corporation commission, D. C. 
O’Neill, of the state tax commission, and 
Shelton Dowell, chairman of the state high- 
way commission. 

A. C. Rogers, president of the society, 
presided. 


DELAWARE 


ization of the Delaware Society 
of Certified Public Accountants after a pe- 
riod during which it had been inactive has 
recently been accomplished. At a meeting 
on March 26th a new constitution and by- 
laws were adopted and officers elected for 
the coming year, as follows: Clifford E. 


Iszard, president; Alfred H. Coe, vice-presi- 
dent and treasurer; Medford H. White, sec- 
retary. The executive committee consists of 
the officers and A. O. Campbell. 


The new constitution provides for three 
classes of membership, fellows, associates and 
juniors. All certified public accountants of 
the state not now members of the society 
have been invited to apply for admission. 


MASSACHUSETTS 


The Massachusetts Society of Certified 
Public Accountants held its monthly meet- 
ing at the Boston chamber of commerce on 
April 22nd. A nominating committee was 
elected in anticipation of the annual meet- 
ing of the society which is to be held during 
May at the Salem country club. 

It was announced that committees had 
been appointed to codperate in arranging for 
the annual meeting of the American Institute 
of Accountants, which will be held at Boston 
in October. 

Townes M. Harris, president of the Rhode 
Island Society of Certified Public Account- 
ants, and Spencer H. Over, president of the 
Providence chapter of that society, were 
guests at the meeting. 

The principal speaker was T. H. Sanders, 
of the Harvard graduate school of business 
administration, whose topic was “Require- 
ments for registration under regulations of 
the securities and exchange commission.” 
Professor Sanders is a member of a com- 
mittee which has worked with the securities 
and exchange commission in drafting regu- 
lations under the securities act and the se- 
eurities exchange act. 


MicHIGAN 


A meeting of the Michigan Association 
of Certified Public Accountants was sched- 
uled to be held at the Savoyard club, De- 
troit, on May 9th. Francis E. Ross, pro- 
fessor of accounting at the University of 
Michigan, was to speak on “Defalcation and 
fraud” and Stephen Gilman, vice-president 
and educational director of the International 
Accountants Society, on “Trend analysis in 
accountants’ reports.” 
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New York 


“Principles of inventory valuation” was 
the subject of discussion at a meeting of the 
New York State Society of Certified Public 
Accountants at New York on April 22nd. 
The principal speaker was Maurice E. Pelou- 
bet. Morton I. Davis spoke on “Inventory 
methods of the apparel industry.” Charles 
B. Couchman led discussion. 


It was reported that the regional meeting 
of state societies held at Atlantic City on 
April 12th and 13th had been entirely suc- 
cessful. Announcement was made that ad- 
dresses delivered at this meeting would be 
published. 


The annual meeting of the society was 
scheduled for May 13th. A report on its 
proceedings will be published in a subsequent 
Bulletin. 


The following officers have been nominated 
for election: James F. Hughes, president; 
Morris C. Troper, first vice-president; Victor 
H. Stempf, second vice-president; William 
R. Donaldson, secretary, and Walter A. M. 
Cooper, treasurer. 


PENNSYLVANIA 


A meeting of the Philadelphia chapter of 
the Pennsylvania Institute of Certified Pub- 
lic Accountants was held at the Manufac- 
turers and Bankers club on April 12th. 
Clarence L. Turner, president of the Insti- 
tute, outlined a plan of expansion of the 
organization. 

A. Karl Fischer then discussed “Pub- 
lished financial reports,” describing an 
analysis of a sample of published corporate 
reports. He dwelt particularly on the lack 
of uniformity in the methods used to pre- 
sent the same financial facts. 


Ruope Isuanp 


A joint meeting of the Rhode Island So- 
ciety of Certified Public Accountants and 
the Providence chapter of the National As- 
sociation of Cost Accountants was held at 
Providence on April 15th. 


In the absence of C. Watson Scott, presi- 
dent of the society, Townes M. Harris, vice- 
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president and incoming president, extended 
the greetings of the society and spoke on 
closer relations between certified public ac- 
countants and cost accountants. Stanley G. 
H. Fitch delivered an address on “Idiosyn- 
crasies of an accountant.” Spencer H. Over, 
member of the Rhode Island society and 
president of the Providence chapter of the 
cost accountants’ association, presided. 


The annual meeting of the Rhode Island 
Society of Certified Public Accountants was 
held at the Narragansett hotel, Providence, 
on April 16th. The following officers and 
directors were elected: 


Townes M. Harris, president; Francis E. 
Welch, vice-president ; William B. M. ‘Miller, 
secretary and treasurer; Mr. Mr. 
Welch, Mr. Miller, C. Watson Scott and 
Albert E. Godfrey, directors. 


The main topic of discussion was the so- 
called “lawyers’ bill,” H. 703, passed at the 
recent session of the state legislature, which 
threatened to have an ill effect on the prac- 
tice of public accounting in Rhode Island. 
Members of the legislative committee of the 
society were congratulated on their success 
in introducing an amendment, designed to 
protect the interests of accountants. 


Among the members attending the meet- 
ing was George R. Lawton, a charter mem- 
ber of the American Institute of Account- 
ants and of the Rhode Island Society and 
holder of certificate No. 1 issued by the 
accountancy authorities of Rhode Island. 
Mr. Lawton was senator in the state legis- 
lature when the accountancy law of Rhode 
Island was enacted. 


TExas 


A dinner meeting of the Texas Society of 
Certified Public Accountants was held on 
April 15th at the Rice hotel, Houston, to 
entertain William C. Heaton, president of 
the American Society of Certified Public 
Accountants. George Armistead, president 
of the American Institute of Accountants, 
presided. 
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ANNOUNCEMENTS 


The firm of Collins, Witting & Co., of 
Denver, was dissolved as of March 30th. 


Clem W. Collins, formerly of the firm of 
Collins, Witting & Co., will continue prac- 
tice at suite 1019 University building, Den- 
ver, as an individual. 

Eppler, Botz & Sangster, of New York, 
announce the removal of their offices to 31 
Nassau street. 


MeLaren, Goode & Co. announce the re- 
moval of their Los Angeles office to suite 
1111 I. N. Van Nuys building, 210 West 
Seventh street. 


William A. Milligan & Co. have announced 


the change of the firm name to Milligan, 
Muller & Co. 


Scovell, Wellington & Co., of New York, 
announce the admission of Marshall A. 


Granger to partnership. 


The Smith-Ellingson-Schuldes Co., of 
Green Bay; Wisc., announce the opening of 
an office at Wausau, Wisc., assuming the 
practice of R. W. Romack, who has retired 
from public practice. G. M. Ellingson, part- 
ner in the firm, is in charge of the new 
office. 


Leon E. Williams, of New York, an- 
nounces the removal of his New York offices 
to 2 Wall street. He announces also that 
he will retain his offices in the American 
Surety building, Washington, D. C. 


Walton, Joplin, Langer & Co., of Chi- 
eago, announce the removal of their offices 
to suite 1834, 231 South LaSalle street. 


Theodore J. Witting and Donald T. Finch 
announce the organization of the partner- 
ship, Witting & Finch, to practice at suite 
— First National Bank building, 

ver. 
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Arthur Wolff & Co., of Los Angeles, an- 
nounce the admission of Nathan Schwartz 
to membership in the firm and the removal 
of their offices to suite 314-15-16 Insurance 


Exchange building. 


Oliver P. Cobb, of Memphis, has been 
appointed a member of the industrial divi- 
sion of the Memphis chamber of commerce 
to serve for a year. Mr. Cobb has also been 
made chairman of the junior advance gifts 
committee of the Southwestern Century club. 


James D. M. Crockett, of Kansas City, 
addressed students of the Twentieth Century 
school of business conduct, March 24th, on 
“The romance of records.” 


Joseph J. Klein, of New York, addressed 
members of the American Chemical Society 
at their tercentenary celebration at New 
York, April 25th, on “Depreciation and ob- 
solescence charges in the chemical industry; 
how affected by the ‘New Deal.’” 


John J. Lang, of St. Louis, is the author 
of an article on “Surtaxes on personal hold- 
ing companies and corporations improperly 
accumulating surplus,” appearing in the 
May issue of the Tax Magazine. 


I. B. McGladrey, of Cedar Rapids, Iowa, 
is serving as chairman of the industrial bu- 
reau of the Cedar Rapids chamber of com- 
merce. 


Robert Penn, of Chicago, is joint author 
of an article entitled “Control of hospital 
supplies” appearing in the May issue of 
Hospital Management. 


C. Oliver Wellington, of New York, is the 
author of an article entitled “Misleading 
earning records; how to discover them,” 
appearing in the May issue of the Bankers 
Monthly. 


